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REPORT,  $ c. 


Mr.  Lehman,  from  the  committee  to  whom  was  referred  an 
item  of  unfinished  business,  relative  to  |limited  partnerships* 
made  the  following 

REPORT  : 

That  the  law  of  partnerships,  as  now  subsisting  in  Pennsylva= 
nia,  is  part  of  the  common  law  of  England,  and  makes  every 
partner,  however  small  may  be  his  interest  in  any  branch  of 
trade  or  manufacture,  liable  in  his  whole  estate  for  all  the  debts, 
to  any  amount,  no  matter  whether  he  appears  ostensibly  or  is  a 
dormant  or  secret  partner,  and  at  the  time  of  purchase  entirely 
unknown  to  the  creditor  as  a  party  concerned. 

In  many  parts  of  Europe,  and  particularly  in  France,  as  well 
under  Napoleon,  as  before  and  since  his  reign,  confined  and  lim¬ 
ited  partnerships  have  been  contracted  and  allowed,  provided 
the  parties  have  such  agreements  entered  on  a  register,  and 
conform  to  other  regulations,  which,  by  the  experience  of 
many  ages,  have  been  found  well  adapted  to  prevent  or  check 
fraudulent  bankruptcies.  The  enlightened  states  of  New  York 
and  Connecticut,  in  our  own  country,  have  also  recently  enacted 
laws  which  conform  in  this  respect  to  the  French  system  of  mer¬ 
cantile  jurisprudence,  and  it  is  for  the  committee  to  enquire 
whether  the  uniform  attachment  of  many  flourishing  commercial 
states  to  limited  partnerships,  does  not  rest  on  great  and  weighty 
reasons;  and  whether  a  similar  law  in  Pennsylvania,  will  not  pro¬ 
mote  that  enterprising  spirit  so  essential  to  the  advancement  of 
agricultural  and  manufacturing  industry,  as  wrell  as  foreign 
trade. 

In  the  consideration  of  this  subject,  two  important  advantages 
appear  to  the  committee  as  likely  to  result  from  the  contempla¬ 
ted  modification  of  the  law  of  partnerships.  First,  It  will  encou¬ 
rage  monied  individuals  or  capitalists  to  employ  in  some  useful 
branch  of  industry,  a  portion  of  their  means,  who,  rather  than 
hazard  their  whole  estates,  will  live  upon  income,  or  resort  to 
usury.  Secondly,  It  will  be  the  means  of  establishing  and4bring* 
ing  into  useful  activity,  many  industrious  and  skilful  persons, 
who  have  no  fortune  of  their  own. 


With  regard  to  the  first  of  these  benefits,  the  committee  will 
observe,  that  there  are  at  the  present  time,  within  the  limits  of 
Pennsylvania,  a  great  and  increasing  number  of  rich  persons,  who 
are  entirely  out  of  business,  and  have  the  means  of  investing 
money  in  new  and  productive  branches  of  industry,  and  that  an 
exemption  from  risk,  beyond  a  limited  sum,  operates,  according 
to  the  experience  of  other  countries,  as  an  inducement  to  such 
persons  to  become  interested  in  manufacturing  and  commercial 
establishments,  who  would  never  consent  to  hazard  every  thing 
in  a  private  partnership.  In  the  opinion  of  judicious  persons, 
many  foreign  manufacturers  also  would  be  induced  to  form  use¬ 
ful  establishments  in  the  bosom  of  our  country,  and  the  commit¬ 
tee  will  say,  in  the  language  of  that  patriotic  and  sagacious 
statesman,  Alexander  Hamilton,  6t  The  introduction  of  foreign 
capital  ought  to  be  considered  as  a  most  valuable  auxiliary  ;  con¬ 
ducing  to  put  in  motion  a  greater  quantity  of  productive  labour 
and  a  greater  portion  of  useful  enterprise,  than  could  exist  with¬ 
out  it.  It  is  at  least  evident,  that  in  a  country  situated  like 
the  United  States,  with  an  infinite  fund  of  resources  yet  to  be 
unfolded,  every  farthing  of  capital  which  is  laid  out  in  internal 
meliorations,  and  in  industrious  establishments  of  a  permanent 
nature,  is  a  precious  acquisition.”  These  effects  may  reasonably 
be  looked  for  from  the  introduction  of  limited  partnerships,  and 
they  would  be  of  primary  importance  to  the  best  interests  of  so¬ 
ciety.  Every  rational  expedient  should  be  adopted  to  incite 
useful  industry  and  active  entreprise;  new  rivalships  of  com¬ 
merce  and  manufactures  are  annually  springing  up,  and  the 
committee,  with  due  deference  will  remark,  that  an  enlightened 
legislation  should  keep  pace  with  the  circumstances  of  the  times. 
Pennsylvania  may  truly  be  said  to  have  competitors  both  at  home 
and  abroad,  and  is  now  making  her  course  against  an  adverse 
current.  The  acquisition  of  new  branches  of  industry  and  the 
extension  of  many  which  are  already  established,  have  become 
necessary  as  well  to  maintain  her  high  rank  among  the  states  of 
the  Union,  as  to  enable  her  to  enter  successfully  into  competi¬ 
tion  with  foreign  artists  for  the  supply  of  her  wants.  A  combi¬ 
nation  of  capital  and  skill  will  be  auxiliary  to  the  extension  of 
domestic  industry,  and  this  combination  the  committee  have  rea¬ 
son  to  hope  will  be  promoted  by  following,  so  far  as  respects  lim¬ 
ited  partnerships,  the  example  of  France,  a  country  of  civiliza¬ 
tion  and  the  arts,  a  country  which  notwithstanding  her  arbitrary 
political  maxims,  has  by  a  wise  internal  policy,  been  enabled  in 
a  few  years  to  repair  the  ravages  of  a  destructive  war,  and  which 
in  many  important  points  has  at  all  times  been  worthy  of  the 
noblest  emulation. 

The  committee  will  remark  in  relation  to  the  second  great 
benefit,  which  they  think  it  probable  will  result  from  limited 
partnerships,  that  as  the  experience  of  many  flourishing  nations 
lias  proved  their  tendency  to  impel  capital  towards  manufactur¬ 
ing  industry,  so  also,  have  they  had  the  effect  of  giving  employ- 
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ment  to,  and  inciting  the  industry  and  ingenuity  of  persons  who 
are  without  fortunes,  and  who  by  receiving  a  share  in  the  profits 
of  stock,  are  raised  to  the  rank  of  a  respectable  class  in 
society.  Under  the  existing  law,  all  the  risk  of  afford¬ 
ing  pecuniary  aid  to  a  young  man  who  is  skilled  in  any  useful 
art,  must  be  borne  without  any  expectation  of  benefit,  and  such 
risk  will  of  course  be  rarely  encountered  ;  but  if  the  law  is  modi¬ 
fied  after  the  example  of  so  many  other  states,  the  spring  of  ac¬ 
tion,  seiflove,  will  be  enlisted  on  the  side  of  industry;  combina¬ 
tions  will  be  formed  of  the  money  and  enterprise  of  the  rich, 
with  the  labor  and  skill  of  the  poor,  the  effect  of  which  must  be 
an  augmentation  of  employment  and  wealth,  a  supply  of  domes¬ 
tic  in  lieu  of  foreign  manufactures,  and  the  conservation  of  that 
spirit  of  trade  among  the  rich  classes  of  society,  which  in  its 
train  brings  the  love  of  economy,  of  moderation,  of  method,  c, 
order  and  other  virtues,  essential  to  the  purity,  prosperity  and 
duration  of  republican  governments. 

The  committee  are  not  aware  of  any  serious  objection  that 
can  be  made  to  the  proposed  modification,  except  that  which  is 
founded  on  an  apprehension  of  an  increased  facility  of  commit¬ 
ting  fraud.  The  occurrence  of  such  an  evil  does  not  appear 
probable,  and  it  is  believed  cannot  possibly  be  produced  to  an 
extent  overbalancing  the  good  which  will  be  created.  From  the 
very  nature  of  our  free  institutions,  and  the  genius  of  trade,  and 
from  the  general  policy  in  a  new  and  rising  country  of  encourag¬ 
ing  a  spirit  of  activity  and  enterprise,  facilities  of  committing 
fraud  must  exist:  these  facilities  are  inseparable  from  freedom  of 
commerce.  An  alloy  will  be  mingled  with  every  human  blessing, 
and  f  auds  are  so  subtle  and  versatile  that  the  ingenuity  oflegisla- 
tors  and  all  the  contrivances  of  human  wisdom,  have  notheretofore 
effectually  guarded  against  and  probably  never  will  entirely  pre¬ 
vent  them.  The  committee  however,  havesomeconfider.ee  in  the 
vigilance  of  creditors,  and  they  cannot  discover  that  the  capital¬ 
ist,  who  has  a  large  sum  to  invest  in  a  productive  branch  of  trade 
or  manufactures,  and  who  conforms  to  requisitions  like  those  of 
the  French  law,  or  of  our  sister  state  of  New  York,  will  be 
more  disposed,  or  find  it  more  easy  to  cheat  his  creditors,  by 
the  enactment  of  a  similar  law  in  our  own  state.  This  law  pro¬ 
hibits  banking  or  any  business  connected  with  insurance  ;  it 
makes  liable  in  their  whole  estates,  all  partners  whose  names  are 
used  in  the  firm,  or  who  transact  business  on  account  of  the 
partnership,  or  who  are  employed  for  that  purpose,  as  agents,  at¬ 
torneys  or  otherwise  :  the  law  requires  the  names  of  the  limited 
partners  to  be  registered  in  a  public  office  in  the  neighborhood, 
and  an  affidavit  of  the  actual  and  bona  fide  advance  or  cash  pay¬ 
ment  to  be  filed  :  it  prohibits  partial  assignments  or  conveyances, 
and  punishes  fraud  with  great  severity  :  it  prohibits  the  limited 
partner  from  receiving  any  part  of  the  capital  he  has  advanced,  or 
any  of  the  profits  arising  from  the  business  of  the  partnership* 
until  all  the  debts  contracted  are  paid.  Many  other  salutary 
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provisions  it  is  conceived  may  be  introduced,  if  the  House  should 
in  its  wisdom  sanction  the  general  principle,  and  give  instruc¬ 
tions  to  bring  in  a  bill. 

• 

The  committee  are  induced  to  believe  that  the  apprehensions 
of  fraud,  are  entertained  principally  on  the  ground  of  a  suffi¬ 
ciency  of  power  not  being  vested  in  our  courts.  It  may  be  re¬ 
marked,  thatnearly  all  the  commercial  nations  of  Europe,  from 
the  days  of  ancient  Rome,  to  the  present  time,  have  ingrafted  the 
principle  of  limited  partnerships  upon  their  commercial  codes, 
and  they  have  found  it  pregnant  only  with  advantages.  It  would 
be  an  imputation  on  the  capability  of  the  people  of  Pennsyl¬ 
vania  for  self-government,  to  allege  that  suitable  remedies  could 
not  be  found  for  the  correction  of  evils,  if  they  should  be  found 
to  exist.  Among  other  provisions  in  the  bill,  the  committee 
would  suggest  the  expediency  of  a  clause  to  compel,  the  partners 
to  answer  interrogatories  on  oath:  other  provisions  Spited  to  con¬ 
tingencies,  may  be  suggested  by  the  wisdom  of  this  hr  succeed¬ 
ing  legislatures.  The  wise  framers  of  our  constitution  in  the 
contemplation  of  the  various  exigencies  to  which  all  humpn  socie¬ 
ties  are  liable,  have  in  the  6th  section  of  the  5th  article  of  the 
constitution  given  ample  powers  to  the  legislature.  It  is  there 
provided,  that  they  shall  vest  in  the  supreme  court  and  the  sev¬ 
eral  courts  of  comraonpleas,  “  such  other  powers  to  grant  relief 
in  equity,  as  shall  be  found  necessary ;  and  may  from  time  to  time 
enlarge  or  diminish  those  powers,  or  vest  them  insuch  other  courts 
as  they  shall  judge  proper  for  the  due  administration  of  justice.” 

The  committee  will  not  believe,  that  a  legislature  clothed  with 
such  powers  to  prevent  or  punish  crime,  and  emanating  from  a 
virtuous  and  intelligent  people,  will  be  diverted  from  the  path  of 
sound  policy,  by  the  mere  apprehension  of  evils,  which  in  so 
many  other  countries  have  not  been  found  to  be  concomitants  of 
limited  partnerships. 

An  important  consideration  in  favor  of  the  policy  of  the  pro¬ 
position,  is  the  effect  it  may  have  of  superceding,  in  a  great  de¬ 
gree,  the  necessity  ot  corporations  for  manufacturing  purposes. 
When  we  cast  our  eyes  over  the  United  States,  and  observe  the 
vast  amount  of  capital  incorporated  in  other  states,  for  the  pro¬ 
motion  of  manufactures,  and  when  we  consider  the  numerous 
applications  for  charters,  which  are  annually  made  to  the  legisla¬ 
ture  of  Pennsylvania,  we  may  form  some  estimate  of  the  growing 
importance  of  this  subject.  From  an  official  report  made  to  the 
Senate  of  the  United  States  in  February  last,  by  Mr.  Adams,  Se¬ 
cretary  of  State,  it  appears  that  the  amount  of  capital  authorised, 
and  incorporated  by  state  laws,  for  the  promotion  of  manufactures, 
is  seventy  millions  six  hundred  and  fifty-nine  thousand  dollars, 
nearly  the  whole  of  which  is  employed  by  the  enterprising  and 
thriving  states,  north  of  Pennsylvania.  New  York  alone,  who  at 
the  adoption  of  the  present  constitution,  was  far  inferior  to  Penn- 


sjrlvimia  in  population  and  resources,  and  whois  now  emphatically 
styled  a  nation,”  has  capital  incorporated  for  manufacturing 
purposes  to  the  amount  of  nearly  twenty  millions,  and  the  pros¬ 
perity  of  that  great  state  is  manifestly  promoted  by  'means  of 
those  corporations,  notwithstanding  the  occasional  insolvency  of 
some  of  the  companies.  Limited  partnerships,  appear  to  the 
committee  to  have  an  intrinsic  superiority  over  corporations; 
they  possess  all  the  advantages  to  the  public,  while  they  are  free 
from  many  of  the  most  forcible  objections.  The  annual  divi¬ 
dends  of  real  or  supposed  profits,  which  the  managers  of  incorpo¬ 
rated  companies  are  permitted  to  make,  facilitate  contrivances 
for  an  actual  distribution  of  a  portion  of  the  capital,  producing 
false  notions  of  the  future  profitableness  of  the  stock,  creating  l 
bubble,  or  an  artificial  and  inflated  price  of  the  shares  of  stock, 
and  enabling  the  cunning  and  the  fraudulent  to  grow  rich  at  the 
expense  of  the  ignorant  and  the  innocent,  and  often  consigning  the 
latter  to  the  alms  house,  the  hospital  or  the  grave.  Under 
limited  partnerships  no  delusion  can  be  created  by  annual  divi- 
i-  !  injuriously  or  fraudulently  declared  by  the  managers, 
as  the  profits  cannot  be  ascertained  until  the  term  of  partnership 

whirl?1?/  a1d  a  t  lere  -tS  areL  Paid-  Another  characteristic 
which  advantageously  distinguishes  the  measure  proposed,  from 

coi  porations,  is,  that  all  the  general  partners  who  transact  busi¬ 
ness,  and  whose  names  are  used,  are  liable  in  their  natural  capa¬ 
city  and  in  their  whole  estates,  while  the  managers  or  agents  of 
a  corporation  are  not  liable  beyond  their  respective  shares.  This 
exemption  from  personal  liability  too  often  occasions  negligence 
and  waste;  while  the  deep  stake  which  all  the  manag?rs°of  a 
limited  partnership  have  in  the  concerns,  is  admirably  calculated 
to  produce  the  utmost  industry  and  circumspection",  which  not 
only  mci  ease  the  security  of  the  creditors,  but  constitute  a  fund 
of  wealth  and  strength  to  the  state. 

In  conclusion,  the  committee  ask  the  House  to  adopt  the 
resolution  annexed  to  this  report;  they  believe  that  a  I  the 
inconveniences  which  can  be  generated  will  h.  t  1 
and  remediable,  and  that  the  gSood  will ’be  lasting  and°m7 
men  ous;  they  know  that  the  principles  are  not^ecognised 
by  the  English  Common  Law,  which  they  acknowledge 
may  in  most  cases  be  regarded  as  a  guide  and  a  livhT  but  which 
in  some  points  also  is  defective,  and  which,  even  the  learned 
and  judicious  Blackstone,  and  all  its  mostjudicious  admirers  ad 

SS?  Of  further  improvement;  they  recommend  with- 
out  hesitation,  the  piudence  and  policy  of  at  least  a  trial  nf  the' 
principles  which  are  sanctioned  by  wise  nations  whn  t ,  ,7„  i 

understood,  and  uniformly  acted  on  them;  which  are  ingrafted 
npon  the  ancient  evil  law,  called  by  the  highest  authority  «  a 
wUeetomtfwntten  rearSOn;”  PrinciP‘es  »hichmay  bedendminat 

dpart  of  the  science  of  general  jurisprudence;  which  are  in  con- 
,irir!IUty  practice  of  the  nations  of  the  continent  of  Eurone 

and  are  not  at  variance  with  natural  reason,  which  do  not  dis-frb 
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the  foundations  of  justice,  and  are  in  no  respect  incompatible 
with  our  admirable  republican  constitution.  The  committee  res¬ 
pectfully  submit  the  following  resolution,  viz. 

Resolved ,  That  it  is  expedient  to  pass  a  law  authorising  limit¬ 
ed  partnerships,  and  that  the  committee  appointed  on  that  sub¬ 
ject,  be  instructed  to  bring  in  a  bill  for  that  purpose. 
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